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1 DEPARTMENT OF FINANCIAL INSTITUTIONS — SECURITIES DFI-Sec 1.02

Chapter DFI-Sec 1

TITLE AND DEFINITIONS

DFI-Secl1.01  Short title. DFI-Sec 1.02 Definitions.

Note: Chapter SEC 1 was renumbered Chapter DFI-Sec 1 uri88.(2m) (b) (@) A reclassification ofsecurities of such issuer which

1., Stats. and corrections made under s. 13.93 (2m) (b) 6. and 7., Stats., Regi PR ;
December1996, No. 492, i?(j/(’:oul\r/iete;the substitution or exchange of a security for another

DFI-Sec 1.01 Shorttitle. Theseules shall be known and () A statutorymeiger or consolidation in which securities of

may be cited as the “rules of the division of securities.” theissuer will become or be exchandedsecurities of any other
History: Cr. RegisterDecemberl969, No. 168, &f1-1-70. Issuer;
(c) A transfer of assets of the issuer to another person in €onsid

DFI-Sec 1.02 Definitions. In ch. 551, Stats., and chs.erationof the issuance of securities of the other person or any of
DFI-Secl to 36 and unless the context otherwise requires:  its afiliates; or 3 . . _

(1) With respect to advertising as referenced in s. 551.202 (24)(d) A sale of securities of the issuer to another person in eonsid
and(25), Stats., and s. DFI-Sec 2.01 (4) and (5): erationof the issuance or transfer to such issuer of securities of the

(a) “Publication” means: otherperson or any of its filfates.

1. Advertising printed in any newspaparagazine, periodi (5) “Transact business” as used in ch. 551, Stats., includes:
cal or other publication and mailed or delivetedts subscribers (&) For purposes of ss. 551.401 (1) and 551.4029(Hs.,
or addressees, or communicated by radio, television or efter effectingor attemptingo efect transactions in securities for the

tronic means, including via the internet; or accountof any person in this state through the United States mail,
2. Seminars omeetingsvhose attendees have been invite tyielephone or by othemeans from outside or from within this
: ate;

by any general solicitation or general advertising;

(b) “Circulation” means advertising mailed, delivereccom
municatedin substantially similar fornio more than 10 persons
in this state (exclusive of persons designated under s. 551.
(11), Stats.) , except that the distribution of writtefeohg mate ;- chasingr selling securities, or issuing analyses or reports con

rials in the form of a confidential memorandum or otafering  ceringsecurities to any person in this state through the United
or disclosure document in connection with afeohg exempt  giategmail by telephone or by other means; and

from registrationunder s. 551.202 (13) (a), (am) and (24), Stats., (c) Except as provided under s. DFI-Sec 5.12, for purposes of

ors. Dfl—Sec 2.029 s"hall no.t be Qeemed circulation; and $5.551.401 (1), 551.402 (1), 551.403 (1) and 551.4043H}s..
(2) "Broker-dealer'as defined in s. 551.102 (4), Statles  ggjiciting any person in this state throute United States mail,

(b) For purposes of ss. 551.403 (1) and 551.404 (1), Stats.,
advisingany person in this state through the United States mail,
elephone or by otheneans from outside or from within this

eas to the value of securities, the advisability of investing in,

notinclude: _ _ _ _ by telephone or by otheneans from outside or from within this
. €) A pension or profit sharing trust, wheregting transac  state to become a customelient or subscriber of the person on
tionsfor its own account. whose behalf the soliciting is performed.

(b) A registered investment adviser or federal covered invest (7) “Branch office” has the same meaning as "place of busi
mentadviser when placing orders for the accounitsaflients in  ness”in s. 551.102 (21), Stats.
accordancaith rules prescribed by the division, provided thatno (g) An “institutional investor” within the meaning of ss.
commissioror other remuneration is received by the investmeBt1.102(11) and 551.202 (13) (a), Stats., includes:

adviser solgly for'pla}cin.g the °r9'ers- (&) An endowment or trust fund of a charitablgaization
(c) Any financial institutiorwhich by contract, agreement orspecifiedin section 170 (bj1) (A) of the Internal Revenue Code;
othermeans associates with a broker—dealer registeredsrow (b) Anissuer which has any class of securities registered under

sin or by the bquer—dealer.prpvidgs securities seryices on @@ction 12 of the Securiti&«change Act of 1934, and any wholly
premisesof the financial institution in accordance with s. DFl_ownedsubsidiary thereof- '

Sec4.05 (8). . . (c) A venture capital company agesult of meeting any of the
(d) A personal representative, guardian, conservator Rfiowing requirements:

pledgee. . . . - 1. Operating a small business investment comjiaegsed
(€) A person whose dealings in securities are limited totrang,ger the small business investmaatof 1958, as amended 15

actionsexempt by s. 551.2021}, Stats. USC 631.

(f) A person registered as a real estate broker under ch. 452 anty - geing acorporation, partnership, limited liability company
whosetransactions in securities are isolated transactions incidep association whose net assets exceed $1,000,000 and either
tal to that business. whoseprincipal purpose as stated in its articles, by—laws or other

(3) “Purchase’of a security includes every purchase, acguisbrganizationalnstruments is investing in securities, or whpse
tion or exchange, and every contract of purchase of, or contracirary business is investing in developmental stage companies or
purchasea security or interest in a security for value. eligible small business companies as defineth@regulations of

(4) An “offer to sell” within the meaning of s. 551.102 (26)the small business administration at 13 CFR 108.2.

Stats., is involved, so far as the security holdéran issuer are  (d) Any “qualified institutional buyer” as defined and listad
concernedif there is submitted to the vote of the security holdesection230.144A undethe securities act of 1933 as amended
aproposal, plan or agreement for: inclusiveto October 22, 1992, whether acting for its own account
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or the accounts of other qualifiédstitutional buyers that in the  (a) “Client” has the definition as that set forth in rule section
aggregate@wnsand invests on a discretionary basis at least $1203(b)(3)1under the Investment Advisers Aat 1940, except
million in securities of issuers that are ndiliated with the quali  that“client” does not include persons that are not residents of the
fied institutional buyer United States.

(e) Any entity all of the equity owners of which are persons (b) “Supervised person” means any of the following:
designatedn s. 551.20%13) (a), Stats., or rules thereundsating 1. Any partney officer or director of, or other person occupy
for its own account in the account solely of other persons-desigg asimilar status or performing similar functions,fan invest
natedin s. 551.202 (13) (a), Stats., or rules thereunder mentadviser or federal covered investment adviser

() Any “accreditednvestor” as defined and listed in section 2. Any employee of an investment adviser or federal covered
230.501(a) (1), (2), (3) or (7) under Regulation D under sectionsvestmentadviser except for clerical or ministerial employees.

3 (b) and 4 (2) of the securities act of 1933. 3. Any other person who providdsvestment advice on

(g) The state or any of its agencies or political subdivisionsdehalfof an investment adviser and is subject tostingervision

(h) The federal government or any of its agencies or instra@nd control of the investment adviser or federal covered invest
mentalities. mentadviser

(9) “Securities services”includes but is not limited to the ~ (€) “Third party solicitor” means a person soliciting clieots
acceptancef orders to déct securities transactions as agent fdpehalf of a registered investment adviser or a federal covered
the purchaser or seller“Securities services” does nintclude  investmentadviser who is neither a partnefficer, director or
exclusively promotional or account-establishing functicuy ~ €mployeeof the advisemor a supervised person of that adviser
jectto s. DFI-Sec 4.05 (8). (d) “Investment adviser representative” as defined in s.

(10) Forpurposes of s. 551.102 (15) (b) and 8tjts., a per 551.102(16), Stats., does not include a supervised person of an
son’s activities that come within the definition of “investmentnvestmentadviser or federal covered investment advisert
adviser”are not“performed solely incidental” either to the pracdoesnot have more than 5 natural persons as cliertke United
tice of his or herprofession or the conduct of his or her businesatatesvho are not excepted persons.
if the person holds himself or herself out generally tqothsic (18) “Sponsor”for purposes of a wrap fee program means a
asbeing a financial or investment planneonsultant, adviser or broker—dealeor investment adviser thatéempensated under a
similar designation by means of advertisements, cards, signs, wrapfee program for sponsoring ganizingor administering the
culars,letterheads or similar means. program,or for selecting, oproviding advice to clients regarding

(11) For purposes of determining availability of the registrhe Selection of, other investment advisers in the program.
tion exemption of. 551.201 (1) (a), Stats., in connection with the (19) “Wrap fee program” means a program under which a
offer or sale of a revenue obligation issued or guaranteed by &gcifiedfee or fees, not based directly upon transactions in a cli
United States, any state, any political subdivision of a state or a@jt's account, are chged for investment advisory abdokerage
agencyor other instrumentality of any of the foregoing, a “nonserviceswhich may include portfolio management or advice-con

governmentalndustrial or commercial enterprise” is not presergerningthe selectiorof other investment advisers and the execu
if: tion of client transactions.

(a) The source, under a lease, sale or loan arrangement, fof20) “Enteringinto” for purposes of an investment advisory
paymentof principal and interest on the revenue obligation, is@ntract,does not includen extension or renewal of an existing
duly organized and existing not—for—profit corporation unde@OHUtraCUgaEdQeS SOt antlfigg; ?\lnylggaég“f“?%handges- e

i 1 i i i H 1 istory: I. RegisterDecember: , NO. , —1-70; rand rect Register
applicablestate law and is an ganizationdescribed in section , =0t G0 e (1) @nd recr(4) and (5), or(&) and(),
501(c) (3) of the internal revenue code which qualifies for exemRegiste; December1977, No. 264, &1-1-78; am. (1) (intro.), (2) (tg) and (6)
tion from federal taxation under section 501dfthe internal rev  (a), Registey December1980, No. 300, éf1-1-81; am. (7), RegisteDecember
enuecode; and e S (0L ESLn L) e

(b) The receipt of a limited amouot revenue by the corpera RegisterDecemberiog4, No. 348, &f1-1-85; correction in (2) (2) made under s.
tion from commercial or retail sources does not result in a Ioss@ffg’n%g‘r)lgbg612,\"'0_5gﬁ;;{‘f?f_‘g??g?fg)rlgggis’;‘g@i‘zgh‘;"t’,‘;}l(ggga),;‘g‘?géi‘er
the corporations status as qualifying oganization under sec eff. 1-1-88; cr(11), RegisterDecemberl990, No. 420, €f1-1-91; renum. (7) to
tions501 (a) and (c) (3) of the internal revenue code. be(7) (a) and am., c(7) (b), RegisteDecember1991, No. 432, &f1-1-92; am.

( ) ( )( ) (5) (c), (7) (a), cr(12), (13), RegisteDecember1994, No. 468, &f1-1-95; correc

(12) “Cash,”“funds,” or “money” as used in ch. 5531ats., tionin (13) made under s. 13.9am) (b) 7., Stats., Registéflarch, 1997, No. 495;
andrules thereunder includes, but is not limited totygles of cur gm;rgggﬂrh(g)(?gj ((55))((6(:)) 22 Elggg)) a :ﬁf(%)(é?)(é{)é()cgcz) 2d- d('i 4(1)1‘12 8 é)l?%éi;fs

. . . —-9-98:am. , Nl ), a. | .d, f |
rency,checks, drafts, bank deposits or their eguwa!ents. ter, December1998, No. 516, &f1-1-99 correction in (intro.) made under s. 13.93

(13) An “offer” for purposes ofise of the registration exemp (2m) (t;) ;., S_tatltsij Registt)eﬁfgggt, N199592,5;\1%} forg-o(l) (at., r?gg)r?- ((1281))tce)ff be
1 i H : g), rRegistgrbecember. , NO. , —1-00,emenq. cr (0] ,
tionin s. 551.202 (14), Stats., does not include presentations m%ﬁiéorm 01-025: cr(18) to (21), Register Jyl2001, No. 547, &f8-1-01;
at an oganized venture capital fair otherinvestment forum des  correctionsin (1) (intro.) and14) (g) made under s. 13.93 (2m) (b) 7., Stats.; CR
ignatedin writing by the division pursuant to s. DFI-Sec 2.02 (94-074renum. (17) to be DFI-Sec 5.035 (4) (a) arahd rect renum. (18) to (21)
(k) 0 be (17) to (20) Register December 2004 No. 5881efl—05;CR 08-077:(8)

) renum. from DFI-Sec 2.02 (4) and am. (8) (intr.) and (e), am. (1) (into.), (b),

(14) The f(_)llowing defined_ terms apply fql_Jurpqses of the (2 d(ig;rg-r) Eg)(%) %)éi)m(rg)-)& g()S)an(ij),(r(f))),e (nluo% (21%)(i(rét)rg-)ér(é?»()i‘(‘)l‘(%}()iré?-zé(t?g
definition of “investment adviser representative” in s. 551.10 ) (0) and (14) (b) o (d) and am...{1) (©), (5) (0) 2.(6). (8), (14} (b) to (d), and
9

(16), Stats.: (15)to (17), r and recr. (7), Register December 2008 No. 636, eff. 1-1-0
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